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ABSTRACT 



The mainstay of Japan's domestic and foreign policy 
successes after the Occupation has been its economic prowess. 
The reforms implemented throughout the Occupation, combined 
with the strong Japanese concepts of loyalty and willingness 
to work, proved successful ingredients for a healthy economic 
recovery. Many restrictive policies and protectionist 
practices were implemented in an effort to ensure the 
survivability of Japan's newly restructured industrial base. 
The end of the Cold War and emergence of a new emphasis on 
economic-related factors has resulted in strong criticisms 
from both the United States and Japan and is causing them to 
reevaluate the nature of their relationship. This thesis 
examines the role of trade and technology in U.S. -Japan 
relations in the post-Cold War era. If trade/technology- 
related tensions continue to grow, they may become detrimental 
to the mutually favorable relationship. The danger is that 
they will undermine the U.S. -Japan relationship. The challenge 
is to find a basis for compromise. 
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EXECUTIVE SUMMARY 



The end of the Cold War has brought to an end at least 
forty years of fear that the Soviet Union and Communism posed 
throughout the world. These fears, however, are being 
replaced in the United States by the economic Challenge posed 
by foreign competitors, and in particular, Japan. This is 
being fueled by many factors, including the ongoing lopsided 
trade deficit between the United States and Japan, Japanese 
purchases of U.S. corporations and the drain of U.S. 
technology to Japan. Anti -Japanese opinion is on the rise and 
is, in turn, provoking an anti-American backlash in Japan. 

The purpose of this thesis is to examine the role of trade 
and technology in U.S-Japan relations in the post-Cold War 
era. It is my hypothesis that if trade/technology-related 
tensions continue to grow, they may become detrimental to the 
mutually favorable relationship. This thesis will attempt to 
show that criticisms on both sides of the Pacific are 
continually intensifying to the degree that the U.S. -Japan 
relationship could be jeopardized. 

The post-Cold War era has obviated the need for a security 
relationship based on the Soviet threat. However, due to 
regional animosities between Japan and its neighbors from 
memories of Imperial Japan, and for purposes of maintaining 
regional stability, it is important that a cooperative 
relationship between the United States and Japan continue. 
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As Japan has attained its super economic status, the U.S. 
has had difficulty penetrating Japanese markets, creating 
tensions and exacerbating the U.S. trade deficit. With the 
emphasis on the economy in the 1992 U.S. presidential election 
campaign, and the incoming Clinton administration, it can be 
expected that trade issues will be high on the agenda. Given 
the degree to which nations are becoming more economically 
interdependent, it is essential that the United States and 
Japan solve the existing trade problems, hopefully without 
breeding feelings of antagonism or bitterness . 

The development and commercialization of new technologies 
is becoming an issue of major concern within the United 
States. Japanese acquisition and control of U . S . -developed 
technologies could pose a serious threat to U.S. national 
security. Cutbacks in the defense budget have reduced U.S. 
military R&D . The military must increasingly rely on the 
commercial sector, and consequently, foreign suppliers, to 
provide its state-of-the-art equipment. Some vital U.S. 
industries such as electronics and semiconductors are yielding 
to Japanese competition. Moreover, the ability of Japan to 
obtain and exploit this technology exacerbates the ongoing 
trade deficit, resulting in the loss of millions of jobs for 
U.S. employees and fueling anti -Japanese sentiment in the 
United States. 

To fully conduct an objective analysis requires an 
understanding of the Japanese perspective. In this regard, 
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whether or not American allegations are accurate is beside the 
point. The important point that must be considered, and 
treated carefully, is the perceptions of the Japanese 
regarding these issues. Many Japanese feel the U.S. trade and 
technology problems are due to the inability of the United 
States to get its own house in order and adjust to changing 
economic conditions. It is only through a clear understanding 
of the factors that have molded the Japanese mindset 
throughout their history that we can fully comprehend the 
current Japanese attitudes and perceptions. Through this 
understanding we can set the foundation to effectively work 
with Japan in an aura of friendliness and cooperation in 
seeking to resolve the current trade/technology tensions. 

It is imperative that both Japan and the United States 
take measures to alleviate their problems if they wish to 
maintain a cooperative relationship. From a global 
perspective it is their responsibility as leading economic 
powers. Both countries must realize that each will act in the 
best interest of its own cultural identity and national 
security, which may not always be consistent with the other's 
desires. This requires a better understanding of the other's 
problems and challenges, as well as concentrated efforts by 
each country to internally work out its own problems. 
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INTRODUCTION 



I . 

The end of the Cold War has brought to an end at least 
forty years of fear that the Soviet Union and Communism posed 
throughout the world. As these fears have subsided, however, 
they are being replaced in the United States by the economic 
Challenge posed by foreign competitors, and in particular, 
Japan. This is being fueled by many factors, including the 
ongoing lopsided trade deficit between the United States and 
Japan, Japanese purchases of U.S. corporations and the drain 
of U.S. technology to Japan. Anti-Japanese opinion is on the 
rise and is, in turn, provoking an anti-American backlash in 
Japan. America-bashing in Japan is becoming as popular as 
Japan-bashing in the United States. Notwithstanding the 
validity of some of the arguments on both sides, the result is 
increasing neo-nationalist perceptions that have the potential 
to drive a wedge between the cooperative aspects of both 
countries, which could’ polarize them to the extent the 
mutually favorable relationship would be jeopardized. 

The purpose of this thesis is to examine the changing role 
of trade and technology in U.S-Japan relations in the post- 
Cold War era. It is my hypothesis that if trade/technology- 
related tensions continue to grow, they may become detrimental 
to the mutually favorable relationship. This thesis will show 
that criticisms on both sides of the Pacific are continually 
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intensifying. The danger is that they will undermine the 
total U.S. -Japan relationship. The challenge is to find a 
basis for compromise that will satisfy both sides. 

The commitment of the United States to the defense of 
Japan has been a major aspect of United States' policy since 
the communist takeover of China and North Korea's invasion of 
South Korea--which demonstrated the threat that Communism 
posed to the Asia-Pacific region. The rebuilding of an 
economically sound Japan, nurtured through democratic 
principles, has been one of the United States' greatest 
foreign policy successes this century. The close relationship 
that developed between both countries has served as the 
cornerstone which fostered the effective deterrence of Soviet 
aggression and maintained stability throughout the Pacific 
region. Notwithstanding the occasional domestic tensions, 
leaders of both the United States and Japan have viewed the 
relationship between them in a mutually favorable light. 
However, recent developments in the 1970s and 1980s brought on 
by trade and technology difficulties, coupled with the 
diminished Soviet threat, have altered the perceptions both 
countries hold toward one another- -giving rise to the 
possibility that the U.S. -Japan relationship could be 
seriously jeopardized. 

The major issues being addressed from the perspective of 
the United States are Japan's trade surplus, limited foreign 
access to Japanese markets, largely one way technology 
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exchanges and Japanese exploitation of U.S. markets and 
technology. Most countries engaging in world-wide trade 
support the concept of free trade and the principles of 
comparative advantage as an effective tool for resource 
allocation and a means to attain worldwide economic parity. 
Although protectionist trade practices do exist to a certain 
degree in most countries, they appear nominal compared to 
those practiced by Japan. This has led to increased tensions 
on both sides of the pacific. 

Many in the United States feel unappreciated for the 
enormous role the United States played in Japan's economic 
success, and feel that the Japanese are ungrateful.' Starting 
with the post World War II reconstruction of Japan, the United 
States provided virtually unlimited access to the Japanese in 
the field of technology. As Japan has attained its super 
economic status, however, the United States has had difficulty 
penetrating Japanese markets, while relatively fewer 
restrictions govern Japanese owned companies in the United 
States. Japan's assertion of its "uniqueness" and practices 
abroad such as dumping and successful lobbying in the United 
States only exacerbate the growing U.S. frustrations, 
especially at a time when trade issues and the overwhelming 
trade deficit with Japan are featured in news broadcasts on a 



1 Richard Holbrooke, "Japan and the United States: Ending 
The Unequal Partnership," Foreign Affairs 70, no. 5 (Winter 
1991-1992) : 42 . 
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near daily basis. This has resulted in increased Japanese 
competitiveness, exacerbating the current trade imbalance 
while successfully shutting out American industries to 
Japanese technological advances. 

The development and commercialization of new technologies 
is increasingly becoming an issue of major concern within the 
United States. Japanese acquisition and control of U.S.- 
developed technologies eventually could pose a serious threat 
to U.S. national security. On a smaller scale this was 
demonstrated during the Gulf War when the United States 
appealed to Japan to have its producers of critical components 
used on U.S. reconnaissance aircraft step up production." The 
heavy cutbacks in the defense budget due to the end of the 
Cold War and disestablishment of the Soviet military machine 
have significantly reduced U.S. military research and 
development and its ability to custom build its own defense 
components. Consequently, the U.S. military must increasingly 
rely on the commercial sector to provide its state-of-the-art 
equipment. The U.S. Defense Department must increasingly rely 
on foreign suppliers for its components as U.S. manufacturers 
in areas such as electronics and semiconductors are yielding 
to foreign, primarily Japanese, competition. Moreover, the 
ability of Japan to obtain and exploit this technology 



“ Stuart Auerbach, "The U.S. Achilles' Heel in Desert 
Storm, " The Washington Post National Weekly Edition , 1-7 April 
1991, 51. 
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exacerbates the ongoing trade deficit, resulting m the loss 
of millions of jobs for U.S. employees, and fueling anti- 
Japanese sentiment in the United States. 

To fully conduct an objective analysis requires an 
understanding of the Japanese perspective. In this regard, 
whether or not American allegations are accurate is beside the 
point. The important point that must be considered, and 
treated carefully, is the perceptions of the Japanese 
regarding these issues. As negative American perceptions and 
hostility toward Japan increase, so too does Japan's hostility 
toward the United States. These are not healthy ingredients 
for maintaining a cooperative alliance. 

The end of the Cold War has resulted in a greater emphasis 
on economic factors and less on military power. This is 
evident as the United States, during the early 1990s, 
experienced a drawdown of its military forces and defense 
expenditures partially in an effort to help revive its 
declining economic status. On the other hand, Japan's strong 
economic position and status as the world's largest creditor 
nation in the aftermath of the Cold War has elevated its 
influence and position as a world power. This has resulted in 
a new school of thought in Japan that questions its 
subservient relationship with the United States--especially 
among the younger generation who no longer feel a sense of 
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